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(5) Not incur financial obligations, or 
to suspend payments for one or more 
activities; 

(6) Reimburse, from non-HUD 
sources, one or more program accounts 
for any amounts improperly expended; 

(7) Submit to an alternative manage-
ment strategy which may involve 
third-party oversight or administra-
tion of the modernization function; and 

(8) Take such other corrective ac-
tions HUD determines appropriate to 
correct PHA deficiencies. 

(f) Failure to take corrective action. In 
cases where HUD has ordered correc-
tive action and the PHA has failed to 
take the required actions within a rea-
sonable time, as specified by HUD, 
HUD may take one or more of the fol-
lowing steps; 

(1) Withhold some or all of the PHA’s 
grant; 

(2) Declare a breach of the ACC grant 
amendment with respect to some or all 
of the PHA’s functions; or 

(3) Any other sanction authorized by 
law or regulation. 

(g) Reallocation of funds that have been 
withheld. Where HUD has withheld for a 
prescribed period of time some or all of 
a PHA’s annual grant, HUD may reallo-
cate such amounts to other PHAs/IHAs 
under the CGP program, subject to ap-
proval in appropriations acts. The re-
allocation shall be made to IHAs which 
HUD has determined to be administra-
tively capable under § 950.135, and to 
PHAs under the CGP program which 
are not designated as either troubled or 
mod troubled under the PHMAP at 24 
CFR part 901, based upon the relative 
needs of these IHAs and PHAs, as de-
termined under the formula at 
§ 968.103(e) and (f). 

(h) Right to appeal. Before with-
holding some or all of the PHA’s an-
nual grant, declaring a breach of the 
ACC grant amendment, or reallocating 
funds that have been withheld, HUD 
will notify the PHA and give it an op-
portunity, within a prescribed period of 
time, to present to the Assistant Sec-
retary for Public and Indian Housing 
any arguments or additional facts and 
data concerning the proposed action. 

(i) Notification of residents. The PHA’s 
Board of Commissioners must notify 
affected residents of HUD’s final deter-
mination to withhold funds, declare a 

breach of the ACC grant amendment, 
or reallocate funds, as well as the basis 
for, and the consequences resulting 
from, such a determination. 

(j) Recapture. In addition, HUD may 
recapture for good cause any grant 
amounts previously provided to an 
PHA, based upon a determination that 
the PHA has failed to comply with the 
requirements of the CGP program. Be-
fore recapturing any grant amounts, 
HUD will notify the PHA and give it an 
opportunity to appeal in accordance 
with paragraph (h) of this section. Any 
reallocation of recaptured amounts 
will be reallocated in accordance with 
paragraph (g) of this section. The 
PHA’s board of Commissioners must 
notify affected residents of HUD’s final 
determination to recapture any funds. 

(k) Cumulative remedies. The author-
ity to condition, withhold, reallocate 
or recapture a PHA’s grant, as provided 
in this section, is in addition to the au-
thority contained in § 968.310(c) to re-
duce a PHA’s formula allocation based 
upon its designation as a mod troubled 
PHA. 

(Approved by the Office of Management and 
Budget under control number 2577–0157) 

[57 FR 5575, Feb. 14, 1992, as amended at 59 
FR 44843, Aug. 30, 1994. Redesignated and 
amended at 61 FR 8748, Mar. 5, 1996; 62 FR 
27126, May 16, 1997]

Subpart D—Vacancy Reduction 
Program

SOURCE: 59 FR 30478, June 13, 1994, unless 
otherwise noted.

§ 968.416 Fund requisitions. 

To request funds against the total 
approved vacancy reduction program 
budget, a PHA must submit a request 
to HUD in accordance with HUD re-
quirements.

§ 968.419 Grantee’s oversight respon-
sibilities. 

Each grantee shall provide, by con-
tract or otherwise, adequate and com-
petent supervisory and inspection per-
sonnel to assure work quality and 
progress during modernization, wheth-
er work is performed by contract or 
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force account labor and with or with-
out the services of an architect/engi-
neer.

§ 968.422 Progress reports and comple-
tion schedule. 

(a) Reports required. Until completion 
of the activities funded under the va-
cancy reduction program, the grantee 
shall submit to HUD, in a form and at 
a time prescribed by HUD, the fol-
lowing: 

(1) A report on modernization fund 
expenditures; 

(2) A narrative report that includes 
an accounting of the grantee’s progress 
against the milestones established in 
its vacancy reduction plan. The report 
shall include the number of both fund-
ed and regular turn-over units that 
have been made ready for occupancy; 
and 

(3) Any additional information as 
HUD may require. 

(b) Completion schedule. HUD expects 
that most work items funded under 
this program will be completed within 
one year. Work items must be com-
pleted within two years from the date 
of funding, or by some other time as 
may be specified in the Notice of Fund-
ing Availability, unless prior approval 
is obtained from HUD. 

(Approved by the Office of Management and 
Budget under control number 2577–0181)

§ 968.425 HUD review of grantee per-
formance. 

(a) Performance reviews. HUD shall 
carry out such reviews of the perform-
ance of each funded PHA as may be 
necessary or appropriate to determine 
compliance with the PHA’s vacancy re-
duction plan and related HUD require-
ments. In these reviews HUD will de-
termine whether the PHA has: 

(1) Carried out its vacancy reduction 
activities in a timely manner and in 
accordance with its vacancy reduction 
plan; 

(2) Completed, or made reasonable 
progress toward completing, the phys-
ical items funded under the vacancy re-
duction plan, and whether the work 
items being carried out conform with 
the modernization and energy stand-
ards in § 968.115 of this chapter; 

(3) Implemented, or made reasonable 
progress toward implementing, the 

management improvements funded 
under the vacancy reduction program; 
and 

(4) Made reasonable progress in meet-
ing the goals established in its vacancy 
reduction plan. 

(b) Notice of deficiency. If HUD finds 
any deficiency in a review of a grant-
ee’s performance under this part, HUD 
may issue to the grantee a notice of de-
ficiency stating the specific program 
requirements that the grantee has vio-
lated and requesting the grantee to 
take corrective action. 

(c) Corrective action order. (1) Issuance. 
If HUD finds any of the deficiencies 
listed in paragraph (c)(3) of this section 
in its review of the grantee’s perform-
ance, HUD may issue to the grantee a 
corrective action order, whether or not 
a notice of deficiency has previously 
been issued on the specific deficiency. 
The corrective action order shall notify 
the grantee of the specific program re-
quirements that the grantee has vio-
lated and shall specify the corrective 
action. 

(2) Consultation with grantee. Before 
ordering corrective action, HUD will 
give the grantee an opportunity to con-
sult with HUD regarding the proposed 
action. 

(3) Bases for corrective action. HUD 
may order a grantee to take corrective 
action only if HUD determines: 

(i) The grantee has not submitted a 
performance report as required by 
HUD; 

(ii) The grantee has not carried out 
activities under its vacancy reduction 
program in a timely manner and in ac-
cordance with HUD requirements; 

(iii) The grantee does not have con-
tinuing capacity to carry out activities 
in its vacancy reduction plan; or 

(iv) An audit conducted in accord-
ance with 24 CFR part 44, or pursuant 
to other HUD reviews, reveals defi-
ciencies that HUD reasonably believes 
require corrective action. 

(d) Nature of corrective action. (1) HUD 
shall design corrective action to pre-
vent a continuation or recurrence of 
the same or a similar deficiency or to 
mitigate to the greatest extent feasible 
any adverse effects of the deficiency. 

(2) HUD may order a grantee to take 
the corrective action that HUD deter-
mines appropriate for carrying out the 
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